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THE PUBLIC WORKS EMPLOYMENT ACT OF 1976 (PL 94-369): FEDERAL 
ASSISTANCE FOR LOCAL PUBLIC WORKS PROJECTS, AND 
COUNTERCYCLICAL PAYMENTS TO STATE AND LOCAL GOVERNMENTS 


Introduction 


The Public Works Employment Act of 1976 (PL 94-369) was enacted on July 
22, 1976, when the Congress voted to override President Ford's veto of the 
bill. The purpose of this legislation is to provide employment opportunities 
in areas of high unemployment through the expeditious construction or renova- 
tion of public facilities, and a countercyclical stimulus to the national 
economy. 


The Public Works Employment Act of 1976 contains three titles which auth- 
orize three distinct categories of federal assistance. Title I (Local Public 
Works) authorizes $2 billion for the period ending September 30, 1977, to ° 
implement an accelerated public works program; Title II (Antirecession Provisions) 
authorizes $1.25 billion for countercyclical grants to state and local govern- 
ments to assist in the maintenance of basic services and public employment 
levels; and Title III (Federal Water Pollution Control Act Amendments) auth- 
orizes $700 million for the construction of wastewater treatment facilities. 


It must be emphasized, however, that Public Law 94-369 only authorizes 
the expenditure of federal funds. A separate appropriations bill was needed 
to actually provide federal monies to fund the three titles of the Act. On 
October 1, 1976, President Ford signed into law a bill appropriating $2 bil- 
lion, $1.25 billion, and $480 million respectively for Titles I, II, and III. 


Title I - Local Public Works 


Title I of the Public Works Employment Act of 1976 authorizes grants 
to state and local governments for local public works projects that will 
stimulate employment. More specifically, the objectives of Title I are to 
maximize employment opportunities for unemployed residents in areas of high 
unemployment and low income by providing useful public facilities that con- 
tribute to long-term community development. 


Grants are authorized to be made when the average national unemployment 
rate for the three most recent, consecutive months is 6.5 percent or greater. 
If this condition is met, 70 percent of the amount appropriated for Title 
I is to be allocated for projects by state or local governments whose average 
unemployment rates exceed the national average for the same period of time. 
Thirty percent of the appropriated amount is to be allocated for projects 
by state or local governments whose average unemployment rates are more than 
6.5 percent but less than the national average. If funds for the 30 percent 
category are not exhausted by projects meeting the condition above, projects 
by state and local governments whose average unemployment rates are 6.5 percent 
or less will be eligible for funding. 


Two types of grants will be available to state and local governments. 
Direct grants will provide 100% federal funding for construction, renovation, 
repair, or other improvement of local public works projects. Supplemental grants 
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will provide federal funds to: 1) increase to 100% the federal share of 
federally-assisted public works projects authorized by any other federal law 
if the projects were not yet initiated because of lack of funding for the 
non-federal share, or 2) provide all or part of the required state or local 
share (but not both shares) of the cost of public works projects authorized 
by state or local law. Federal assistance for any project will be limited 
to $5 million. 


Public works projects are defined to include, but are not limited to, 
municipal offices, courthouses, libraries, schools, police and fire stations, 
detention facilities, water and sewer lines, streets and roads, recreational 
facilities, convention centers, civic centers, museums, and health, education 
and social service facilities. Grants cannot be used to support projects 
involving the channeling, damming, diverting, or dredging of any natural 
waterway; the construction or enlargement of a canal (except historic sights); 
the acquisition of real property; or maintenance costs associated with a 
construction project. Grant applications for projects that cannot be com- 
pleted within two years will be rejected, as will those which cannot begin 
on-site labor within 90 days of project approval. 


“Planning ceilings" will be established for each state to allot federal 
funds for proposed public works projects among the states. Sixty-five percent 
of the planning ceiling will be based on each state's share of the national 
total of unemployed, and 35 percent will be based on the relative severity 
of unemployment for each state above the national unemployment rate. Fur- 
thermore, not less than % of one percent nor more than 12's percent of all 
funds appropriated for Title I will be granted for projects within any one 
state. The planning ceilings are not to be considered "entitlements," and 
adjustments in state ceilings may be made as needed. Tne State of Iliinois 
is expected to receive a total of $64.1 million for local public works projects. 


Proposed projects will be ranked and assessed relative to other projects 
submitted from the same state, and within each category of unemployment sev- 
erity (i.e. 70 percent category, or 30 percent category). In order to rank 
the projects, each project will be assigned a score composed of: 1) the 
number of unemployed workers in the project area (30 points); 2) the rate 
of unemployment in the project area (25 points); 3) the relationship of labor 
cost to total project cost (30 points); and 4) the level of income prevailing 
in the project area (15 points). Additional "bonus" points may be added to 
a project's basic rank based on: 5) its potential for providing long-term 
benefits (10 points); 6) its sponsorship by a general purpose unit of local 
government (5 points); 7) its sponsorship by a special purpose unit of local 
government or a political subdivision of a state (3 points); and its potential 
for promoting existing programs for local community development (5 points). 


The Economic Development Administration of the U.S. Department of Com- 

merce is responsible for administering Title I. Project application forms 
are now being distributed, and applications will be accepted after October 
26, 1976. Regional Directors for the Economic Development Administration 
will have the authority to reject project proposals, but those applications 
needing further consideration will be forwarded to Washington, D.C., where 
final determinations will be made. 
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Title II - Antirecession Provisions 


Title II of the Public Works Employment Act of 1976 authorizes payments 
to eligible state and local governments to help them solve their own fiscal 
problems without taking budget-related actions (e.g., increasing state or 
local taxes; reducing public employment) which undermine federal efforts to 
stimulate economic recovery. The major objective of Title II is to provide 
countercyclical payments to assist state and local governments maintain basic 
services and public employment levels. 


Payments are authorized to be made for five calendar quarters beginning 
with the quarter which started July 1, 1976. The authorized funding for each 
of the five calendar quarters is to equal.$125 million plus the product of 
$62.5 million multiplied by the number of one-half percentage points by which 
the seasonally adjusted national unemployment rate for the quarter ending 
three months before the payment quarter exceeded 6 percent. However, there 
is a ceiling of $1.25 billion for the entire five-quarter period, and no funds 
are authorized for any quarter if: 1) the average rate of national unemploy- 
ment for the quarter ending three months before did not exceed 6 percent, 
or 2) the national unemployment rate for the last month of the quarter ending 
three months before did not exceed 6 percent. If the national unemployment 
rate remains high, it is possible the $1.25 billion ceiling will be reached 
and all funds spent during the first four quarters beginning July 1, 1976. 


State and local governments are eligible to receive countercyclical pay- 
ments if: 1) the average rate of unemployment within their respective juris- 
dictions for the quarter ending three months before the payment quarter ex- 
ceeded 4.5 percent, or 2) the unemployment rate within their respective jur- 
isdictions for the last month of the quarter ending three months before ex- 
ceeded 4.5 percent. In addition, each eligible unit of state and local gov- 
ernment must file a statement of assurances with the Secretary of the U.S. 
Department of the Treasury (acting through the Office of Revenue Sharing) 
stating their intention of complying with the rules and regulations accom- 
panying the antirecession program. Note that the term local government is 
defined to include counties, municipalities, and townships provided that such 
units "perform substantial governmental functions." Thus, many townships 
will probably not qualify for payments as units of local government. 


The state and local governments receiving payments under Title II must 
use the funds for the maintenance of basic services customarily provided with- 
in their respective jurisdictions. Payments may not be used to initiate basic 
services not provided during the last two fiscal years. Although the final 
federal regulations have not yet been issued, it is expected that eligible 
services will include police, fire, sanitation, health and social services, 
education, housing, community development, financial administration and general 
government. The intent of Title II is to pay salaries and maintain basic 
services without increasing state and local taxes or reducing public employ- 
ment. Therefore, payments may not be used for construction or the acquisition 
of supplies and materials. Those governments receiving payments must also 
agree to spend the funds within six months of receipt. 


The mechanism for alloting payments to eligible units of state and local 
goverument is complicated by the fact that unemployment rates are not known 
for all the units. Therefore, different calculations are to be used under 


u sastsodauk 2yGk Do ask qremreniapal id 
veo treads savige 
pitas tot 


yp } 


é 


7, 


as 


wht 


sled 08 pepaparnitorer< 
| eno ktoe baiaiex-sqbet ani 's 


ae 


| 


scoksieers ofe 


pe 
ite eng bend ais 


ae 
: pail raus doid ty Cou wees Ligier. La. gahou 
eiaht to evidsezde sel ae < gs co 
mavog Tas I tes PATE teen oe. be paltry Trait 
ar af SePratyn] Qere ai ldug bee 
cubasie> ovid 202 eben dd of Rewingive oer sca 
Crao oe j At eT fist 4ijgede Feat 
y sorlile ‘. lwaper ad ' hacia twoael se | Be 
, tha a radaun ond ve ba tigate caw 
rex Janmyoiquan: lseack aed © eu hs >| ie 
- 1 taboos 7 tagp oA" 3UEG 5 3 cated. asisame 
paws, 9 it wr wera: eels to cra 
z : yo out2 4 [hr terzaup wm oot Sas * 
Te Hoo goant gnrhrs 22S TROP Erie J 
Ls Pe 5 od alst Tangy Nse u remger 
sacyeaa 8 fewhxe Jour D1 Bee vd woe 
; @c.i¢ eft aise iQsoq 
C 7: a 1 Sas 
G 1 san atone xevhe, J 
mu TO BRenee. | 
} - * Rare 
+ : 9 (S . 1g 1223 
| nm unt oa. ret. 
2 | 52 ,0a tn. at aS > 
J soto « ED Pee 
+ cgar) eras ‘T ats es a 
aiekques YS nei want ei 
1? j , s1tson 4% 
Set tan snek 3 
“ 41 it lectus Pat > © 
serge g 2b. Yhap FOR ice 
wr ue ' » lpoe’? tie ee ? | 
cL In, azrnyosel ne ers st sheave 
: re soi c0Lbeitee eerioegee 4 
: ash | igel off pabrah Behaveng 
‘ — cead Jue Jon’ Sead oS 
“— sudiaee .d252 added shuront 225 4 
eit -semgoloval- 49 nos: gtleved- oft 
i a TSG - [ ae | 'o Sino H oyft sm 
170 «4 ieooi has B8305¢ @ ‘ceapmrsor Inadd® e 
=T (64 49am od Jon yam E7cesiad e7eies =m 
> ein cat Tao: One dT .dfeacetne OF bow q 
$3 1 ariditem wire wipe what Pasar 
spine aftigils of vohagons gsisofte * 2 
alex Srey OL yea sHf 


SJ Sis 


ye S sat - hapeer sactle 
<trel ie luoies snosetaith pet 


¢ 


different circumstances. First, for each quarter, one-third of the funds 
appropriated is to be reserved for payments to eligible state governments, 
and two-thirds are to be reserved for payments to eligible local governments. 
Then, funds are to be allotted from each of these two reserves according to 
the following formulas: 


A. One-third Reserve (state governments) 


1) Each eligible state will receive a percentage of the quarterly re- 
serve. The percentage is to be equal to the product of the state's 
FY 1976 revenue sharing amount multiplied by the amount the state's 
unemployment rate exceeds 4.5 percent, divided by the sum of such 
products for all the states: 


State X State X Revenue 
State X 2 = \Unemployment Rate - 4.5 Sharing, FY 1976} * 100 
Sum of such products for all states 


B. Two-thirds Reserve (local governments) 


1) Each eligible identifiable local government (i.e., one for which 
the Secretary of the U.S. Department of Labor has unemployment 
figures) will receive a percentage of the reserve equal to the 
product of the local government's FY 1976 revenue sharing amount 
multiplied by the amount the local government's unemployment rate 
exceeds 4.5 percent, divided by the sum of such products for all 
eligible local governments in the nation: 


Local X ) ( Local X Revenue 
Local KX % = (Ge Rate - 4.5 Sharing, FY 1976/ * 100 


Sum of such products for all local governments 


2) Each eligible unidentifiable local government (i.e., one for which 
the Secretary of the U.S. Department of Labor does not have unem- 
ployment figures) will receive a percentage of a "balance of state" 

allocation which will be calculated for each state by entering 

aggregate unemployment data (adjusted estimates) and aggregate 
revenue sharing data into the local government formula as if the 
unidentified local governments within a state constituted one single 
government.* Once each balance of state allocation has been deter- 
mined using the aggregate data, individual percentages for the un- 
identified local governments can be determined in one of two ways: 


a) by using the unemployment rate for the entire balance of state 
in combination with individual revenue sharing amounts; or 


*Public Law 94-369 specifies this "balance of state" allocation method. 
However, officials of the Revenue Sharing Advisory Service have stated that 
estimates of unemployment may be made at the county level, if possible, by 
subtracting unemployment data for "identifiable" units of local government 
from county totals. 
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b) on the basis of an allocation plan prepared by the state leg- 
islature; or if the legislature is not scheduled to meet in 
regular session, on the basis of an allocation plan submitted 
by the Governor. 


However, if the amount which would be allocated to any unit of local govern- 
ment in any quarter is less than $100, no payment will be made. In addition, 
since November 12, 1976, is the deadline for states to submit alternate al- 
location plans for the "unidentifiable" local governments, it is expected 
that few, if any, states will be able to exercise that option. 


The U.S. Office of Revenue Sharing (ORS) will mail checks to eligible 
recipients for the first two quarters (July-September and October-December) 
on November 17, 1976. The State of Illinois will receive a combined payment 
of $8.5 million for the first two quarters, and local governments in Illinois 
will receive approximately $17.4 million for the same period. Successive 
quarterly payments will be disbursed not later than five days after the be- 
ginning of each quarter, so by April, 1977, the State of Illinois will receive 
payments for the four calendar quarters of FY 1977. Since the amount of the 
quarterly payments will vary with changes in the unemployment rate, it is 
not certain how much federal money the State will receive over the duration 
of the Act. A rough estimate based on the payment for the first two quarters 
is that the State will receive $16 million during FY 1977 and $3 to $4 million 
during the first quarter of FY 1978. 


Title III - Federal Water Pollution Control Act Amendments 


Title III of the Public Works Employment Act of 1976 authorizes additional 
funds for wastewater treatment construction grants for 4 one-year period be- 
ginning October 1, 1976. Only 33 states will receive federal funds under 
this program because Title III limits grants only to those states which re- 
ceived "inequitable" allotments of construction funds when the U.S. Environ- 
mental Protection Agency (EPA) last released funds in February, 1975. Illinois 
is not one of the 33 states eligible for additional money, and will not re- 
ceive any federal funds under this Title. 
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